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DISSEMINATION  OF  QUOTATIONS  FOR 
REPORTED  SECURITIES 

Notice  of  Proposed  Rulemaking 

AGENCY:  Securities  and  Exchange 
Ccxnmission. 

ACTION:  Proposed  rulemaking. 

SUMMARY:  The  Commissicm  has  pub¬ 
lished  for  ccnnment  a  revised  version  of 
a  proposed  rule  governing  the  dissemina- 
ti(m  of  quotations  for  reported  securi¬ 
ties.  The  proposal,  if  adopted,  would 
require  all  national  securities  exchanges 
and  associaticms  to  establish  procedures 
for  collecting  from  their  members  bids, 
offers,  and  quotation  sizes  with  respect 
to  reported  securities  and  making  such 
bids,  offers,  and  sizes  available  to  quo¬ 
tation  vendors.  It  would  also  require  that 
bids  and  offers  made  available  to  vendors 
be  “firm”  subject  to  certain  excepticms. 

The  proposal  is  intended  to  improve 
the  quality  of  quotation  information  dis¬ 
seminated  by  the  various  market  cen¬ 
ters,  and  thereby  facilitate  the  develcv- 
ment  of  a  viable  composite  quotation 
system.  The  Commission  believes  that 
the  lack  of  reliable  quotation  informa¬ 
tion  from  the  various  markets  is  ham¬ 
pering  private  and  self-regulatmy  efforts 
to  establish  such  a  system,  and,  in  turn, 
is  impeding  devel(H>tnent  of  a  national 
market  system. 

DATE:  Comments  should  be  submitted 
on  or  before  August  1,  1977. 

ADDRESSES:  Persons  wishing  to  sub¬ 
mit  written  views,  data,  and  argxun^ts 
should  file  six  copies  thereof  with 
George  A.  Fitzsimmons,  Secretary,  Secu¬ 
rities  and  Exchange  Commission,  Rocan 
892,  500  North  Capitol  Street.  Washing¬ 
ton,  D.C.  20549.  All  submissions  should 
ref^  to  File  No.  S7-648  and  wiU  be 
available  for  public  inspection  at  the 
Commission’s  Public  Refermce  Room, 
Room  6101,  1100  L  Street  NW..  Wash¬ 
ington,  D.C. 

FOR  FURTHER  INFORMATION  CON¬ 
TACT: 

Mark  D.  Fitterman,  Division  of  Mar¬ 
ket  Regulation,  Securities  and  Ex¬ 
change  Commission,  500  North  Capi¬ 
tol  Street,  Washin^n,  D.C.  20549, 
202-755-1388. 

SUPPLEMENTARY  INFORMATION: 
The  Securities  and  Exchange  Commis¬ 
sion  annoimced  today  that  it  has  pub¬ 
lished  for  comment  a  revised  version  of 
proposed  Rule  llAcl-1  (17  CFR  240.- 
llAcl-1)  imder  the  Securities  Exchange 
Act  of  1934  (the  “Act”)  (15  U.S.C.  78a 
et  seq.,  as  amended  by  Pub.  L..No.  94-29 
(June  4,  1975)),  governing  dissemina¬ 
tion  of  quotation  information  with  re¬ 
spect  to  equity  securities  as  to  which 
last  sale  informaticm  is  reported  in  the 
consolidated  transaction  reporting  sys¬ 
tem  (the  “consolidated  system")  con¬ 
templated  by  Rule  17a-15  imder  the  Act 
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(17  CFR  240.17ar-15)  (“reported  securi¬ 
ties”).  The  proposal  is  intended  to  im¬ 
prove  the  quality  of  quotation  informa- 
ti(m  disseminated  by  the  various  mar¬ 
ket  colters,  and  thereby  facilitate  the 
devdopment  of  a  viable  ccxnposite 
quotation  system-ran  important  ele¬ 
ment  of  a  natkmal  market  system. 

I.  Background 

Proposed  Rule  llAcl-1  was  (»1ginally 
published  for  c(xnment  on  July  29, 1976.' 
The  Rule,  as  originally  published  for 
comment  (the  “July  Proposal”),  would 
have  required  every  naticmal  securities 
exchange  (“exchange”)  and  national 
securities  association  (“associatkm”  to 
establish  and  maintain  procedures  and 
mechanisms  for  (xdlecting  quotatitons 
in  eligible  secnirities*  (and,  if  provided, 
quotation  sizes)  frmn  its  o>ecialists* 
and  third  market  makers'  and  making 
such  quotati(Xis  and  sizes  (if  provided) 
available  to  quotatlcm  vendors.*  Special¬ 
ists  and  third  market  makers  would  have 
been  obliged  to  communicate  their 
quotations  promptly  to  their  respective 
exchange  or  association  in  ac(X)rdance 
with  such  exchange’s  or  association’s 
pocedures  to  permit  timely  dissemtna- 
tion  of  that  data  to  quotation  vendors.* 

’Ihe  July  Proi)osal  also  would  have  re¬ 
quired  that,  subject  to  certain  excep¬ 
tions,  quotations  covered  by  Rule 
llAcl-1  be  “firm.”  In  particular,  the 
Rule  would  have  provided  that  any  spe¬ 
cialist  or  third  market  maker  who  is 
presented  with  an  order  for  the  purchase 
or  sale  of  any  eligible  security  (other 
than  for  the  purchase  or  sale  of  an  odd- 
lot)  must  stand  ready  to  execute  a  trans¬ 
action  in  that  security  in  any  amount 
up  to  such  specialist’s  or  third  market 
maker’s  published  quotation  size  (or,  in 
the  event  he  has  disseminated  no  quo¬ 
tation  size,  a  normal  unit  of  trading)  at 
a  price  at  least  as  favorable  to  the  buyer 
or  seller  as  the  bid  or  asked  price  com¬ 
prising  part  of  that  specialist’s  or  third 
maiicet  maker’s  published  quotation  (i.e., 
the  most  recent  quotation  of  such  spe¬ 
cialist  or  third  market  maker  made 
available  to  quotation  vendors  pursusmt 
(o  the  Rule  which  is  di^layed  by  quota¬ 
tion  vendors  on  a  terminal  or  other  dis¬ 
play  device  at  the  time  the  order  is  pre¬ 
sented) 


1  Securities  Exchange  Act  Release  No. 
12670  (JiUy  29,  1976),  41  FR  32856  (1976). 

'In  the  July  Propo^,  the  term  “eligible 
security”  was  defined  as  any  security  as  to 
which  last  sale  Information  is  reported  in 
the  consolidated  transaction  repmiiing 
system. 

'In  the  July  Proposal,  the  term  “special¬ 
ist"  was  defined  as  any  member  of  a  national 
securities  exchange  who  is  registered  as  a 
specialist  pursuant  to  the  niles  and  regula¬ 
tions  of  such  exchange  and  any  other  mem¬ 
ber  of  an  exchange  who  also  performs,  on 
the  fioor  of  that  exchange,  either  the  mar¬ 
ket  making  or  limit  order  representation 
function  of  a  registered  specialist. 

«In  the  July  Proposal,  the  term  “third 
market  maker"  was  defined  as  a  “market 
maker”  as  defined  in  Rule  16c3-l  (c)(8) 
under  the  Act  who  makes  markets  over-the- 
counter  in  eligible  securities. 

'Proposed  Rule  llAcl-l(b)  (1). 

*  Proposed  Rule  1  lAcl-1  (c)  ( 1 ) . 

'  Pr(^>osed  Rule  llAcl-l(c)  (2). 


Two  exceptimis  to  the  general  rule  on 
“firmness”  were  provided  in  the  July 
Proposal.  First,  a  Qiecialist  or  third  mar¬ 
ket  maker  would  have  been  relieved  of 
his  obligation  to  effect  transactions  in 
eligible  seciu’ities  at  his  published  quo¬ 
tation  if,  after  the  dissemination  of  a 
published  quotation  and  before  the  pres¬ 
entation  ot  an  order,  that  specialist  or 
third  market  maker  ccxnmunicated  a 
quotation  to  the  relevant  exchange  or 
associatian  superseding  his  published 
quotation.*  In  addition,  specialist  and 
third  market  maker  quotations  would 
not  have  been  required  to  be  “firm”  with 
respect  to  a  particular  diglble  securiti^ 
for  a  period  of  three  minutes  following 
the  execution  of  a  transaction  in  that  se¬ 
curity  on  the  fioor  of  the  particular  spe¬ 
cialist’s  exchange  or  by  the  particular 
third  martlet  maker  (as  the  case  may 
be) ,  or  following  the  report  of  a  trans¬ 
action  in  that  security  in  the  consoli¬ 
dated  system.*  In  the  event  a  specialist 
or  third  martcet  who  had  been  relieved 
of  his  obligation  to  effect  transactions 
in  ellgtole  securities  as  the  result  of 
an  intervening  transaction  or  last  sale 
report  did  not  commimicate  to  his  ex¬ 
change  or  association  a  quotation  super¬ 
seding  his  published  quotation  within 
this  three-minute  “grace  period,”  the 
Rule  would  have  provided  that  such  spe¬ 
cialist  or  third  martcet  maker  would 
again  be  required  to  be  firm  with  respect 
to  his  published  quotation.'* 

In  response  to  the  publication  of  pro¬ 
posed  Rule  llAcl-1,  the  Conunission  re¬ 
ceived  comments  from  the  three  princi¬ 
pal  vendors  of  market  Information,  seven 
national  securities  exchanges  or  assocla- 
ticms,  the  Securities  Industry  Associa¬ 
tion,  and  the  Council  on  Wage  and  Price 
Stability.  Virtually  all  commentators 
were  in  favor  of  the  general  thrust  of  the 
proF>osal — improvement  in  the  quality  of 
quotation  information  disseminated  from 
the  various  market  centers.  Commenta¬ 
tors,  however,  expressed  concern  about 
various  aspects  of  the  proposal,  and 
pointed  out  various  technical  and  practi¬ 
cal  problems  with  the  Rule  as  pr(H)osed. 
After  considering  the  comments  received, 
the  Commission  has  determined  to  mod¬ 
ify  the  proposal  in  certain  respects — par¬ 
ticularly  in  the  collection  procedures  and 
firmness  requirements  for  quotations 
originating  on  exchanges  and  in  the  as¬ 
signment  of  responsibility  for  published 
quotations — and  to  republish  the  pro¬ 
posed  Rule  for  public  comment. 

n.  TRi  Revisid  Proposal 

Under  the  revised  proposal,  the  basic 
regulatory  approach  of  the  July  Proposal 
would  be  retained.  Thus,  the  revised  ver¬ 
sion  of  proposed  Rule  llAcl-1  would  re¬ 
tain  the  requirement  that  exchanges  and 
associations  establish  and  maintain  pro¬ 
cedures  for  collecting,  processing  and 
making  available  to  quotation  vendors 
quotation  information  (including  size) 
relating  to  equity  securities  reported  in 
the  consolidated  transaction  reporting 
S3^tem.  Similarly,  the  proposed  Rule 


*  Pn^KJsed  Rule  llAcl-l(c)  (3)  (li). 
•Proposed Rule  llAcl-l(c)  (3)  (i);  (c)(6). 
“  Proposed  Rule  llAcl-l(c)  (6) . 
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would  continue  to  require  that  lookers 
and  dealers  subject  to  its  provisions  sup¬ 
ply  quotations  to  their  exchange  or  asso¬ 
ciation  for  dissemination  to  quotation 
vendors  (although  dissemination  of  size 
greater  than  a  normal  imit  of  trading 
would  continue  to  be  optional).  Finally, 
the  Rule  would  retain  the  requirement 
that  quotations  made  available  to  and 
displayed  by  vendors  be  “firm”  up  to  the 
size  displayed,  subject  to  the  same  ex¬ 
ceptions  contfdned  in  the  July  Propo¬ 
sal  (i.e.,  for  revised  quotations,  inter¬ 
vening  transactions  and  trade  reports) 
and  a  new  exception  intended  to  accom¬ 
modate  imusual  or  active  market  condi¬ 
tions. 

A.  COLLKCTIOK  or  EXCHANGl  QUOTATIONS 

The  major  alteration  to  Rule  llAcl-1 
proposed  herein  relates  to  the  manner  of 
collecting  quotation  Information  from 
exchanges.  Rather  than  limiting  the  per¬ 
sons  from  whom  quotations  are  collected 
to  specialists,  the  revised  proposal  would 
require  each  exchange,  at  all  times  such 
exchange  is  open  for  trading,  to  ci^ect, 
process,  and  make  available  to  quotation 
vendors  the  highest  bid  and  lowest  offer 
ccHnmunlcated  at  the  location  (or  loca¬ 
tions)  designated  for  trading  on  the  floor 
of  that  exchange  by  a  responsible  broker 
or  dealer  with  respect  to  each  reported 
security  “  listed  or  admitted  to  unlisted 
trading  privileges  on  that  excdiange.  An 
exception  would  be  provided  for  any  such 
bid  or  offer  which  is  executed  immedi¬ 
ately  after  C(Hnmunlcation  and  any  such 
bid  or  offer  communicated  by  a  responsi¬ 
ble  bn^er  or  dealer  other  than  an  ex¬ 
change  market  maker  which  is  cfuic^ed 
or  withdrawn  if  not  executed  immedi¬ 
ately  after  communication.”  The  term 
“responsible  broker  or  dealer”  would  be 
deflned  to  include  any  member  who  c(xn- 
municates  to  another  member  on  the 
floor  of  that  exchange  a  bid  or  offer  for 
a  particular  reported  security  at  the  lo¬ 
cation  (or  locations)  designated  by  the 
exchange  for  trading  in  that  security. 
However,  in  the  event  two  or  more  mem¬ 
bers  of  that  exchange  have  communi¬ 
cated  on  the  floor  of  such  exchange  bids 
or  offers  for  any  security  at  the  same 
price,  each  such  member  would  be  deemd 
a  “responsible  broker  or  dealer”  with  re¬ 
spect  to  that  bid  or  offer  (subject  to  the 
rules  of  priority  and  precedence  then  in 
effect  on  that  exchange) .” 

Thus,  under  the  revised  pn^xisal.  an 
exchange  would  be  responsible  for  mak¬ 
ing  available  a  single  quotatlcm  for  each 


«  The  term  “reported  security”  used  In  the 
revised  proposal  would  differ  from  the  term 
“eligible  security”  iised  in  ttie  July  Pn^iosal 
in  that  It  would  make  the  Rule  applicable 
only  to  equity  secxiiitles. 

>3RulellAcl-l(b)(l)(l)  as  revised. 

uRule  llAcl-l(a)  (a)(1)  as  revised.  The 
Rule,  as  revised,  also  would  provide  that, 
with  req>act  to  a  bid  or  offer  represented  by 
an  order  to  buy  or  sell  a  reported  security 
which  is  transmitted  from  one  member  of 
that  exchange  to  another  such  member  who 
undertakes  to  represent  such  bid  or  offer  as 
agent,  mily  the  last  such  member  who  under¬ 
takes  to  represent  such  bid  or  offer  as  agent 
woiild  be  considered  the  "responsible  broker 
or  dealer”  with  req>ect  to  that  bid  or  offer. 


reported  security  reflecting  the  market 
for  that  security  on  the  floor  of  that  ex¬ 
change.  lliat  quotation,  however,  would 
not  necessarily  be  the  quotatiim  of  any 
single  market  partich?wt.  such  as  a 
specialist,  but  would  reflect  the  hicdiest 
bid  and  lowest  oOer  of  all  bn^ers  and 
dealers  willing  to  trade  in  that  particular 
security  vdio  have  expressed  their  in¬ 
terest  in  terms  of  bids  and  offers.  Thus, 
the  revised  prc^osal  contemplates  in- 
clusiim  of  buying  and  selling  interest 
other  than  that  oi  the  specialist  or  his 
bo(A,  so  that,  for  example,  the  best  bid 
could  be  that  of  a  specialist  acting  as 
agent  for  an  order  on  his  book  and  the 
lowest  offer  that  of  a  broker  in  the 
“crowd.”  In  that  event,  the  exchange 
would  still  make  available  a  single  quota¬ 
tion,  but  responsibility  for  that  quota- 
thm  (in  terms  of  the  firmness  require¬ 
ments  of  the  Rule)  would  be  shared — 
the  specialist  would  be  respMisible  tor 
execution  of  orders  to  s^  at  his  bid  price, 
and  the  broker  in  the  “crowd”  would  be 
responsible  for  orders  to  purchase  at  his 
offer  price.” 

Under  the  revised  proposal,  each  bid  or 
offer  made  available  by  an  exchange  to 
quotaticm  vendors  would  have  to  be  ac- 
cixnpanied  by  a  quotation  size,  which 
would  be  either  (1)  the  niunber  of  shares 
(or  units  of  trading)  which  the  broker 
or  dealer  responsible  for  that  bid  or  offer 
had  specified,  fm:  purposes  of  dissemina¬ 
tion  to  quotation  vendors,  that  he  would 
be  willing  to  buy  at  the  bid  price  or  sell  at 
the  offer  price  comprising  his  bid  or  offer, 
or  (ii)  a  ncMTnal  unit  of  trading  (In  the 
event  the  responsible  bn^er  or  dealer 
failed  to  specify  a  size  to  his  exchange  or 
association).  However,  in  the  evoit  the 
bid  or  offer  made  available  by  an  ex¬ 
change  r^resented  the  bids  or  otters  of 
more  than  one  responsible  broker  or 
dealer,  the  quotation  size  made  available 
by  that  exchange  for  such  bid  or  offer 
would  be  required  to  be  an  aggregate 
quotation  size  (i.e..  the  sum  of  the  quota¬ 
tion  sizes  of  all  respcxisiUe  brewers  or 
dealers  willing  to  buy  or  s^  at  that  bid 
or  offer) .  Thus,  tor  example,  in  the  event 
there  were  four  brokers  and  dealers  each 
making  an  identical  bid.  and  one  of  those 
brokers  or  dealers  was  willing  to  dls- 
soninate  a  size  of  200  Glares,  a  secemd 
was  willing  to  disseminate  300  shares, 
and  the  other  two  were  imwllling  to 
specify  a  size  for  dissemination  to  v«i- 
dors  then  the  exchange  involved  would 
be  oUlgated  to  disseminate  in  connec- 


**  Under  the  revleed  proposal,  each  ex¬ 
change  would  also  be  reeponstble  for  estab¬ 
lishing  and  maintaining  procedures  and 
meohanlsma  for  ascertaining,  at  aU  times  the 
exchange  la  required  to  ocUlect,  process  and 
make  available  to  quotation  vendors  bids  and 
offeni  for  reported  securities,  the  Identity  of 
the  responsible  brokers  and  dealers  with  re¬ 
spect  to  each  bid  and  offer  coUected,  proc¬ 
essed  and  made  available,  and  would  be  re¬ 
quired,  upon  request  of  any  member  seeking 
to  execute  a  transaction  In  reliance  on  the 
flrmnsBS  requirements  of  the  Rule,  to  dis¬ 
close  the  Identity  of  such  responsible  brokers 
and  dealers  to  s\icb  member.  (Rule  llAcl-1 
(b)(a)  as  revised).  The  revised  proposal 
would  not,  however,  require  exchanges  to 
make  such  Identifying  Information  available 
to  quotatkm  vendors. 


tl(m  with  that  bid  an  aggregate  quota¬ 
tion  size  of  700  shares  (including  100 
shares  for  each  of  the  brokers  or  dealers 
who  were  unwilling  to  specify  a  size  for 
dissemination) 

The  firmness  provisions  of  the  revised 
proposal  would  be  similar  in  concept  to 
those  contained  in  the  Ju^  Proposal. 
Under  the  revised  proposal,  each  respon¬ 
sible  broker  or  dealer,  subject  to  certain 
exceptions,  would  be  obligated  to  execute 
any  order  to  buy  or  sell  a  reported 
security,  other  than  an  odd-lot  order, 
presented  to  him  by  another  broker  or 
dealer,  or  any  other  person  with  whmn 
such  responsible  broker  or  dealer  custom¬ 
arily  detds,  at  a  price  at  least  as  favor¬ 
able  to  such  buyer  or  seller  as  such 
responsible  broker’s  or  dealer’s  published 
bid  or  published  offer  (exclusive  of  any 
conunission,  commission  equivalent  or 
differential  customarily  charged  by  such 
responsible  broker  or  dealer  in  connec¬ 
tion  with  any  such  order)  in  any  amount 
up  to  his  published  quotation  size.”  How¬ 
ever,  if,  prior  to  the  presentation  of  any 
such  order  to  a  responsible  broker  or 
dealer,  such  responsible  broker  or  dealer 
communicated  to  his  exchange  a  revised 
quotation  size,  he  would  not  be  obligated 
to  purchase  or  sell  reported  securities  in 
an  amount  greater  than  that  revised 
quotation  size. 

’The  firmness  requirements  of  the  Rule 
would  also  not  an>ly  after  the  responsi¬ 
ble  broker  or  dealer  had  communicated 
a  bid  or  offer  superseding  his  published 
bid  or  published  offer  ot  for  a  three- 
minute  period  after  a  transaction  is  ef- 
fectol  (XI  such  respcxisible  broker’s  or 
dealer’s  exchange  or  a  transaction  ef¬ 
fected  otherwise  than  on  such  responsible 
brewer’s  or  dealer’s  ex<diange  Is  repexied 
in  the  cons<>lldated  system.”  In  addition. 


"The  exchange  involved  would  also  be 
reqxmalble  tor  keeping  track  ot  the  quota¬ 
tion  sizes  of  each  respooelble  broker  or  dealm- 
and  making  that  Information  available,  to  a 
member  seeking  to  effect  a  transaotion  In 
reliance  on  the  firmness  requirements  at  the 
Rule.  (See  Rule  llAcl-l(b)  (2)  as  revised.) 

"The  Commission  is  particularly  Inv¬ 
ested  In  receiving  comment  on  the  appro¬ 
priateness  of  imposing  a  firmness  require¬ 
ment  conferring  upon  both  Institutional  and 
retail  buyers  and  seUera  of  reported  securi¬ 
ties  a  right  to  ccxnpel  a  responsible  broker 
or  dealer  to  effect  a  transaction  under  the 
circumstances  described  above,  particularly 
In  light  of  concepts  of  suitability  (see  Article 
m.  Sec.  2  of  the  Rules  of  Fair  Practice  ot  the 
National  Association  ot  Securities  Dealers, 
Inc.)  and  diligence  as  to  customer  accounts 
(see  Rule  405  of  the  New  York  Stock  Ex¬ 
change,  Inc.).  Variants  of  the  requirements 
would  be  to  confine  the  firmness  require¬ 
ments  to  (M'ders  presented  by  other  bribers 
and  dealers  or  to  orders  presented  by  persons 
other  than  retaU  (nistomers.  If  the  Con^ls- 
sion  determines  to  retain  the  firmnew  re¬ 
quirement  In  the  form  described  In  the  text 
(eg.,  because  It  would  be  unfair  to  estab¬ 
lish  rights  of  brokers  and  dealers  to  rely 
upon  quotations  while  denying  such  rights 
to  others) .  that  requirement,  of  course, 
woiUd  not  be  Intended  to  supersede  or  con¬ 
travene  obligations  with  respect  to  dealings 
with  customers  Imposed  by  other  Commlasl(xi 
or  self-regulatory  organization  rules. 

"For  purposes  of  this  pro)vlsl<Hi  of  the 
Rule,  each  such  teansactlon  or  trade  report 
wotdd  trigger  a  new  tbree-mlnute  perkxL 
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in  the  event  an  order  to  purchase  or  sell 
a  E»rticular  reported  security  Is  pre¬ 
sented  to  a  responsible  brcrfcer  or  dealer 
on  the  floor  of  an  exchange  at  a  time 
when  such  responsible  broker’s  or  deal¬ 
er’s  published  bid  or  published  offer  is 
at  the  same  price  as  the  published  bid 
or  published  offer  for  that  security  of 
any  other  responsible  broker  or  d^er 
on  the  floor  of  such  exchange,  no  such 
other  broker  or  dealer  would  be  relieved 
of  his  execution  responsibilities  imder  the 
Rule  imtil  (i)  if  the  order  is  for  an 
amount  of  reported  securities  which  is 
equal  to  or  less  than  the  published  aggre¬ 
gate  quotation  size,  the  member  seeing 
to  effect  the  order  in  reliance  on  the  Rule 
has  CMnpleted  his  order,  or  (ii)  if  the 
order  is  for  an  amoimt  greater  than  the 
published  aggregate  quotation  size,  that 
member  has  purchased  or  sold  an  amount 
of  such  secuiity  equal  to  such  published 
aggregate  quotation  size,  regardless  of 
any  intervening  trade  report  or  revised 
bid  or  offer  for  the  particular  reported 
security  involved  or  the  fact  that  satis¬ 
faction  of  the  order  may  involve  more 
than  one  individual  transaction  in  that 
security  on  that  exchange. 

Finally,  the  Commission  recognizes 
that,  under  certain  unusual  or  active 
market  conditions,  an  exchange  market’s 
quotation  collection  procedures  may  not 
be  adequate  to  keep  up  with  the  flow  of 
quotation  information  in  a  particular  re¬ 
ported  security  or  a  specialist  may  not  be 
able  to  update  his  quotations  in  that  se¬ 
curity  on  a  tim^y  basis.  Accordingly, 
the  Commission  proposes  an  addlticmal 
exception  from  the  general  firmness  re¬ 
quirements  of  the  Rule  applicable  during 
any  period  an  exchange  determines,  pur¬ 
suant  to  rules  and  regulations  approved 
by  the  Commission  pursuant  to  Section 
19(b)  (2)  of  the  Act,  that  the  level  of 
trading  activity  is,  or  that  there  exist 
unusual  market  conditions,  such  that 
the  exchange  is  incapable  of  collecting, 
processing  and  making  available  to  quo¬ 
tation  vendors  the  data  required  by  the 
Rule  in  a  manner  which  accurately  re¬ 
flects  the  current  state  of  the  market  on 
the  floor  of  such  exchange  in  a  pculicu- 
lar  reported  security. 

Under  this  exception,  the  obligation 
of  responsible  brokers  and  dealers  to 
effect  transactions  in  that  security  at 
their  published  bid  or  published  offer, 
as  well  as  the  obligation  of  the  exchange 
involved  to  ascertain  the  identity  and 
quotation  size  of  each  responsible  broker 
and  dealer  and  make  such  information 
available  to  members,  would  be  sus¬ 
pended  upon  notification  by  the  ex¬ 
change  to  certain  designated  persons 
(including  the  (Commission  and  the  vari¬ 
ous  quotation  vendors).  Suspension  of 
such  obligations  would  continue  imtil 
the  exchange  determined  that  the  un¬ 
usual  maiket  activity  or  conditions  had 
terminated  and  renotifled  the  persons 
designated  in  the  Rule.  However,  during 
any  period  during  which  obligations  are 
suspended  pursuant  to  this  exception, 
the  exchange  involved  would  still  be 
required  to  continue,  to  the  maximum 
extent  practicable  under  the  circum¬ 
stances,  to  collect,  process  and  make 


available  to  quotation  vendors  bids, 
offers  and  quotation  sizes  of  its  members. 

B.  COLLECTION  OF  THIRD  MARKET 
.QUOTATIONS 

The  Commission  believes  that  no  ma¬ 
jor  change  in  the  Rule’s  requirements  as 
to  collection  procedures  and  flrmness 
with  respect  to  third  market  makers  is 
necessary.  Under  the  revised  proposal, 
each  third  market  maker  would  be 
deemed  a  “responsible  broker  or  dealer’’ 
with  respect  to  his  bids  and  offers,  and 
would  be  obligated  to  effect  transac¬ 
tions  in  reported  securities  at  a  price 
at  least  as  favorable  as  his  published  bid 
or  published  offer,  subject  to  the  excep¬ 
tions  for  intervening  transactions  ef¬ 
fected  by  him,  intervening  trades  from 
other  markets  reported  in  the  consoli¬ 
dated  system,  and  revised  quotations. 

Each  national  securities  association 
would  be  required,  at  all  times  last  sale 
information  with  respect  to  reported  se¬ 
curities  is  reported  in  the  consolidated 
system,  to  collect,  process,  and  make 
available  to  quotation  vendors  the  high¬ 
est  bid  and  lowest  offer  communicated 
otherwise  than  on  the  floor  of  an  ex¬ 
change  by  each  member  of  su(^  asso¬ 
ciation  acting  in  the  capacity  of  a  third 
market  maker  for  a  report^  security. 
An  exception  from  that  requirement 
would  be  provided  for  any  such  bid  or 
offer  communicated  by  a  third  market 
maker  which  is  executed  immediately 
after  communication  or  is  cancelled  or 
withdrawn  if  not  so  executed. 

C.  TECHNICAL  CHANGES 

In  addition  to  the  changes  to  proposed 
Rule  llAcl-1  discussed  above,  several 
technical  changes  to  the  Rule  were  made 
as  discussed  below. 

1.  ’The  deflnition  of  the  term  “third 
market  maker’’  has  been  altered  to  make 
clear  that  (a)  a  market  maker  may  also 
represent  a  customer’s  order  as  agent 
as  part  of  a  bid  or  offer  made  available 
pursuant  to  the  Rule,  and  (b)  a  market 
maker  shall  not  include  any  person  who 
does  not  make  markets  for  reported 
securities  in  amounts  of  less  than  block 
size.“ 

2.  ’The  quotation  information  collec¬ 
tion  provisions  of  the  Rule  have  been 
amended  to  relieve  sm  exchange  of  re¬ 
sponsibility  for  collecting,  processing  and 
making  available  bids,  offers  and  quota¬ 
tion  sizes  not  only  during  periods  when 
trading  has  been  suspended,  but  also 
when  trading  has  been  halted  on  the 
particular  exchange  for  whatever  reason, 
as  well  as  prior  to  the  (^ning  transac¬ 
tion  (m  that  exchange." 

3.  ’The  proposed  Rule  has  been  revised 
to  permit  exchanges  and  associations 
required  to  make  quotation  information 
available  piu^uant  to  its  provisicms  to 
do  so  at  a  common  location  determined 


“Rule  llAcl-l(a)  (1)  as  revised. 

“Rule  llAcl-l(b)  (1)  (1)  as  revised.  An  as¬ 
sociation  would  continue  to  be  responsible 
for  collecting,  processing  and  making  avaU- 
able  quotation  Information  except  during 
periods  when  trading  In  a  particular  re¬ 
ported  security  has  been  suspended. 


by  mutual  agreement  of  the  exchanges 
and  associations." 

4.  ’The  proposed  Rule  has  been  revised 
to  explicitly  permit  the  collection  and 
dissemination  of  quotaticm  informaticm 
with  respect  to  reported  securities  (in¬ 
cluding  indications  of  interest  as'well  as 
bids  and  offers)  to  vendors  by  exchanges 
and  associations  either  prior  to  the  ccxn- 
mencement  or  after  the  termination  of 
trading  in  a  particular  market  center.” 

5.  ’The  anticipated  effective  date  of  the 
Rule  has  been  revised  to  January  1, 
1978."  ’The  Commission  believes  that  this 
date  will  provide  adequate  lead  time  for 
exchanges  and  associatimis  to  make 
whatever  modiflcations  to  their  quota¬ 
tion  collection  and  dissemination  sys¬ 
tems  as  are  necessary  to  ensiu«  cranpli- 
ance  with  the  Rule,  and  for  vendors  to 
modify  their  information  systems  to  ac¬ 
commodate  the  display  of  quotaticm  in¬ 
formation  (including  sizes)  from  the 
various  market  centers. 

6.  In  order  to  avoid  confusion  c(m- 
ceming  the  intended  neutrality  of  pro¬ 
posed  Rule  llAcl-1  in  the  area  of 
charges  by  exchanges  and  associaticms 
in  ccmnection  with  the  disseminaticm  of 
quotaticxi  informaticm,  the  Commission 
has  deleted  the  section  of  the  July  Pro¬ 
posal  which  provided  that  “[nlothing  in 
[the  proposed  Rule]  shall  preclude  any 
exchange  or  association  from  imposing 
fair  and  reasonable  charges  for  the  dis¬ 
semination  of  quotations.’’ " 

m.  Additional  Issues 

A.  VENDOR  REQUIREMENTS  AND  BEST 
EXECUTION 

Several  commentators  suggested  that, 
in  conjimction  with  the  proposed  Rule, 
the  Commissi(xi  impose  obligations  (xi 
vendors  to  display  quotatimis  made  avail¬ 
able  pursuant  to  its  provisions  and  on 
bn^ers  to  route  customer  orders  to  the 
market  center  displaying  the  most  favor¬ 
able  quotation  at  the  time  the  order  is 
received.  ’The  Commission  believes,  how¬ 
ever,  that  neither  of  these  suggestions 
should  be  incorporated  in  the  Rule  at 
this  time. 

With  respect  to  vendor  obligations,  al¬ 
though  the  Commission  believes  that 
widespread  dissemination  of  quotation 
information — including  size — is  neces¬ 
sary  to  promote  effective  competition 
among  market  centers  and  is  essential  to 
the  achievement  of  the  purposes  of  the 
Rule,  it  appears  that  adequate  dissemi¬ 
nation  will  be  achieved  without  any  such 


“Rule  llAcl-l(a)  (6)  as  revised. 

*>Rule  llAcl-l(b)  (4)  as  revised.  The  re¬ 
vised  proposal,  however,  would  not  require 
any  exchange  of  association  to  collect,  proc¬ 
ess,  and  make  available  quotation  Infcnma- 
tlon  outside  of  nwmal  trading  hours. 

“Rule  llAcl-l(b)(l)  as  revised. 

“Proposed  Rule  llAcl-l(b)  (3).  In  so  do¬ 
ing,  however,  the  Commission  notes  that, 
under  Section  llA(c)(l)(C)  of  the  Act  (15 
UA.C.  78k-l(c)  (1)  (C)  ],  It  continues  to  have 
authority  to  ad<9t  rules  and  regvilatlons  de¬ 
signed  to  assure  that  all  securities  Informa¬ 
tion  processors  may  obtain  quotation  Infor¬ 
mation  from  any  exchange  or  association 
(or  any  other  exclusive  ixoceesor)  on  fair 
and  reasonable  terms. 
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requirements.  Tlie  Commission  Intends, 
however,  to  monitor  closely  devdopments 
in  this  area  and.  should  vendors  fail  to 
provide  widespre^  and  complete  dissem¬ 
ination  of  quotation  information — in¬ 
cluding  sise — ^to  brewers,  dealers  and  in¬ 
vestors  within  a  reasonable  time,  we  will 
reconsido:  the  need  for  regulations  im¬ 
posing  display  requirements  directly  on 
quotation  vendors. 

Although  the  Commission  is  not  pro¬ 
posing  at  this  time  any  requirement 
that  brokers  direct  order  flow  on  the 
basis  of  machine-displayed  quotation  in¬ 
formation,  the  Commission  believes  that 
adoption  of  proposed  Rule  llAcl-1 
should  aid  brokers  in  obtaining  better 
execution  of  customer  orders.  The  pro¬ 
posal,  if  adopted,  should,  in  our  view, 
significantly  improve  the  quality  of  quo¬ 
tation  information,  and  we  would  expect 
brokers  to  take  this  Improvemort  in 
market  information  into  consideratloo 
in  their  order  routing  decisions. 

B.  THX  THBn-MnnJTB  PROVISION 

Several  commentators  noted  practical 
problems  with  the  three-minute  provi¬ 
sion  of  the  proposed  Rule,  which  would 
operate  to  r^eve  responsible  brokers  or 
dealers  of  their  execution  obligations  un¬ 
der  the  Rule  for  a  three-minute  period 
following  either  a  transaction  in  the  par¬ 
ticular  market  coiter  Involved  or  the  re¬ 
porting  of  a  transaction  in  the  consoli¬ 
dated  system.  Several  exchanges  argued 
that  exchange  specialists  may  not  al¬ 
ways  be  aware  of  transactions  in  dlffer- 
oit  market  centers  (particularly  if  those 
transactions  are  effected  in  maikets 
other  than  the  primary  exchange  mar¬ 
ket),  and  ther^ore  would  have  diffi¬ 
culty  in  updating  their  quotations  with¬ 
in  the  requisite  three-minute  period. 

The  Commission  believes,  however, 
that  the  three-minute  provision  of  the 
Rule  is  workable  and  will  not  create  ma¬ 
jor  operational  problems  for  the  ex¬ 
change  markets.  Insofar  as  the  pimxMed 
Rule  creates  a  need  on  the  part  of  mar¬ 
ket  professionals  on  the  Hocnts  of 
the  various  exchanges  to  be  more  aware 
of  transactions  occurring  elsewhere,  the 
Commission  believes  it  is  a  simple  tmtir 
to  develop  and  install  systems  capable  of 
notifying  specialists  oi  all  transactions 
in  their  specialty  stocks  (regardless  of 
the  market  center  in  which  the  transac¬ 
tion  was  effected)  .** 

Nonetheless,  the  Commission  requests 
commentators  to  focus  on  this  aspect  of 
the  Rule  and  to  advise  the  Commission 
of  any  other  potential  problems  result¬ 
ing  from  the  three-minute  provision 
which  would  Impact  on  either  exchange 
markets  or  on  third  market  makers.  In 
addition,  commentators  should  consid¬ 
er,  as  an  alternative  to  the  three-minute 
provision  of  the  Rule,  the  feasibility  of 
requiring  bicis  and  offers  made  available 
pursuant  to  the  Rule  to  be  Arm  under  all 
circumstances  (unless  a  revised  bid  or 

**Vor  example,  ooneoUdated  last  sale  In- 
formatton.  Ineludliig  the  time  of  the  most 
recent  transaction.  Is  available  on  most 
Standard  vendor  interrogation  devloes. 


offer  iiad  been  communicated  to  the 
relevant  exchange  or  association  prior 
to  receipt  of  an  order) . 

C.  MXASURXMXNT  OT  THXXB-IUNUTB 
PBRIOD 

One  commentator  cmnplained  that  the 
Rule  did  not  define  the  terms  that  would 
be  used  to  measure  the  three-minute 
“grace  period”  provided  for  responsible 
brokers  and  dealers  after  intervening 
transactimis  and  trade  reports.  Tliat 
cmnmentator  argued  that  there  “may 
be  serious  confusion  and  continued  dis¬ 
putes"  unless  the  Rule  clearly  deflnes  (1) 
the  time  a  transaction  is  considered  to 
have  been  effected  in  a  particular  mar¬ 
ket  center,  (ii)  the  time  a  quotation  is 
considered  to  have  been  communicated 
to  a  martlet  center  tar  dlsseminatiim  to 
quotation  vendors,  and  (ill)  the  time  a 
transaction  is  considered  to  have  been 
reported  in  the  consolidated  system. 

The  commission  is  of  the  view  that 
determination  of  the  time  a  transaction 
is  considered  to  have  been  effected  and 
the  time  a  bid  or  otter  is  considered  to 
have  been  communicated  to  a  market 
center  for  dissemination  to  quotation 
vendors  be  left  to  the  various  s^-regu- 
latory  organisation.*  With  respect  to  the 
reporting  of  transactions  in  the  cmistdl- 
dated  system,  the  C7Dmmissl(m  is  of  the 
view  that,  for  purposes  of  proposed  Rule 
llAcl-l,  as  well  as  all  otho*  rules  and 
regulatimis  under  the  Act  which  refer  to 
the  cmisolldated  system  (ejr..  the  (Com¬ 
mission’s  primary  short  sale  rule.  Rule 
lOa^l  (17  CFR  240.10ar-l)).  a  transac¬ 
tion  is  considered  to  have  been  r^iorted 
in  the  consolidated  sjrstem  when  it  is 
made  available  by  the  process(H:  thereof 
by  means  of  the  high-speed  data  trans- 
misslcm  line  develcved  as  psurt  of  the 
Joint  industry  plan  tar  the  devel(^xnent 
and  operation  of  the  system. 

D.  ERRORS 

A  number  of  commentators  expressed 
concern  about  the  possibility  of  ern»s 
in  the  (X^ection  and  dls8emlnati(xi  of 
quotation  information  and  were  uncer¬ 
tain  as  to  whether  the  Rule  required  a 
specialist  or  third  market  maker  to  ef¬ 
fect  a  transaction  at  a  price  displayed 
on  a  vendor  interrogation  device  if  that 
price  were  not,  in  fact,  the  (xurect  one. 
The  C(xnmlssion  does  not  believe  per¬ 
sons  subject  to  execution  responsibilities 
under  the  Rule  based  cm  machine-dis¬ 
played  quotatl<m  infcumatlcm  should  be 
re^onslMe  for  transmission  or  display 
errors  on  the  part  of  any  exchange,  as¬ 
sociation  or  vendor  and  has  made  some 
mlnm:  changes  in  the  Rule  to  make  clear 
that  the  Rule  does  not  require  execution 
based  on  erroneous  displays  or  trans¬ 
missions. 

Under  the  revised  proposal,  if  a  bid  or 
offer  dlq^layed  on  a  vendor  terminal  or 

■  Tbs  method  smployad  by  eaeb  aelf-rag- 
ulatory  orgsnlzsUon  for  determining  when 
a  transection  has  taken  place  and  when  a 
bid  or  offer  has  been  communicated  to  it  for 
dissemination  should  be  part  ot  that  self- 
regulatory  Mganlaatlon’s  procedures  and 
mecbanlama  for  ooUeetlng.  proceanng  and 
making  available  quotation  Information  re¬ 
quired  by  paragraph  (b)  (1)  of  the  Buie. 


display  device  is  not  the  actual  bid  or 
offer  cmnmunlcated  by  a  responkttde 
broker  or  dealer  to  his  exchange  or  as¬ 
sociation,  or  if  the  quotation  sise  (m:  ag¬ 
gregate  quotation  size)  disidayed  is  not 
the  sise  determined  pursuant  to  the 
Rule,  that  bid,  (dfer  or  size  would  not 
be  within  the  deflnltion  (ff  “pubUshed 
bid,”  “published  offer,”  “published  quo- 
tatiim  size.”  or  “published  aggregate 
quotation  size”  (as  the  case  may  be) 
and.  therefore,  no  resp(xisible  broker  or 
dealer  would  be  required  to  execute  a 
transaction  based  on  that  erroneous  bid, 
offer  or  size.* 

R.  COST/BKNlirr  ANALYSIS 

The  Commission  has  considered  the 
anticipated  costs  and  beneflts  associated 
with  proposed  Rule  llAcl-1  and  has 
concluded  that  the  projected  beneflts  of 
the  proposal,  althou^  difBcult  to  quan¬ 
tify.  outweigh  the  anticipated  costs  to 
exchanges,  associations  and  market  pro¬ 
fessionals  of  compliance  with  the  Rule. 
These  projected  beneflts  include  facili¬ 
tating  a  broker’s  ability  to  use  reason¬ 
able  diligence  to  obtain  best  executiem 
of  each  order  entrusted  to  him,*  as  well 
as  the  possible  narrowing  of  spreads  in 
certain  exchange-traded  Issues. 

Moreover,  notwithstanding  any  qie- 
eifle  benefit  which  may  be  derived  from 
adoptl(m  of  proposed  Rule  llAcl-1,  af- 
flrmatlve  Commission  regulatory  actl(xi 
in  this  area  is,  in  our  view.  Justified  by 
the  overriding  public  interest  in  the 
widespread  dlssemlnaticxi  of  quotation 
Informatiim  and  by  the  provisions  of  the 
Act  mandating  Commission  actUm  to  fa¬ 
cilitate  the  development  of  a  national 
market  system.  In  this  regard,  the  Com¬ 
mission  notes  that  Section  llA  of  the 
Act  (15  U.S.C.  78k-l),  added  by  the  Se¬ 
curities  Acts  Amendments  of  1975,* 
ccmtalns  a  Ccxigresslonal  finding  that  it 
is  in  “the  public  interest  and  appropri¬ 
ate  tor  the  protection  of  investors  and 
the  madntoiance  (ff  fair  and  orderly 
markets  to  assure  *  *  *  the  availability  to 
bndeers,  dealers  and  Investors  of  in- 
formatkm  wltr  respect  to  quotatkms 
•  •  •  » 

In  addition,  the  legislative  history  of 
the  1975  Amendments  indicates  a  clear 
Congressional  determination  that  a 
composite  quotation  system  is  an  essen¬ 
tial  element  at  the  emerging  national 
market  system  and  that  Congress  con¬ 
templated  an  active  Commisskm  role  in 
its  development.  For  example,  the  Senate 
Committee  on  Banking,  Housing  and 
Urban  Affairs  in  its  report  acc<Hnpanylng 

**  Of  ooune.  If  a  bid,  offer  or  quotatton  etae 
of  a  responsible  bnAer  or  dealer  Is  displayed 
correctly  on  one  vendor’s  Interrogation  de¬ 
vice  and  incorrectly  on  another  vendork  de¬ 
vice,  that  responsible  broker  or  dealer  would 
still  be  required  to  be  firm  with  respect  to 
the  correct  price  or  slae  (althou^  he  could 
not  be  beld  to  the  Incorrect  price  or  slae). 

"  See  810,  PoMey  Statement  on  the 
Structure  of  a  Central  Market  System.  7-8 
(1978). 

••Pub.  L.  94-89  (June  4.  1975). 

••Section  llA(a)  (O)  (Ul)  the  Act  (15 
UAO.  78k-l(a)(l)(0)(Ul)). 
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S.  249.  the  bill  which  became  the  1975 
Amendments,  stated  as  follows: 

m  the  securities  markets,  as  In  most  other 
active  markets.  It  Is  ciiUoal  for  those  who 
trade  to  have  access  to  accurate,  up-to-the- 
second  Information  as  to  the  prices  at  which 
tr«msactlons  In  jiartlcular  se<nirltles  are  tak¬ 
ing  place  (l.e.,  last  sale  rep<x-t8)  and  the 
prices  at  which  other  traders  have  stressed 
their  willingness  to  buy  or  sell  (!«.,  quota¬ 
tions)  .  Fen*  this  reason,  communications  sys¬ 
tems  designed  to  provide  automated  dissemi¬ 
nation  of  last  sale  and  quotation  Information 
with  respect  to  securities  will  form  the  heart 
of  the  national  market  system* 

And,  as  to  the  role  of  the  Commission  in 
the  development  of  a  ccxnposite  quota¬ 
tion  system,  the  cwiference  report  on  S. 
249  stated  that: 

(I)t  Is  the  intent  of  the  conferees  that  the 
national  market  system  evolve  through  the 
Intnplay  of  ccmipetitlve  forces  as  unneces¬ 
sary  regulatory  restrictions  are  removed,  llie 
conferees  expect,  however.  In  those  situations 
where  competition  may  not  be  sufficient,  such 
as  the  creation  of  a  composite  quotation 
system  *  *  *,  the  Commission  will  use  the 
powers  granted  to  It  In  this  bill  to  act 
promptly  and  effectively  to  ensure  that  the 
essential  mechanisms  of  an  Integrated  sec¬ 
ondary  trading  system  are  put  Into  place  as 
rapidly  as  possible.* 

IV.  Reqxtest  for  Public  Comment 

The  Securities  and  Exchange  Commis¬ 
sion  hereby  prc^xises  Rule  llAcl-1  (17 
CFR  240.11Acl-l)  pursuant  to  its  au¬ 
thority  imder  the  Securities  Exchange 
Act  of  1934  (15  U^.C.,  78a  et  seq.,  as 
amended  by  Pub.  L.  No.  94-29  (June  4, 
1975) ),  and  particularly  Sectiems  2,  3,  6, 
llA,  15. 15A.  17  and  23  thereof  (15  UJ3.C. 
78b.  78c.  78f.  78k-l.  78o,  78o-3,  78q  and 
78w) .  The  text  of  the  proposed  rule  is  as 
follows  (changes  from  the  prim-  versiem 
of  proposed  Rule  llAcl-1  are  indicated 
u  foUows:  additions  are  indicated  by 
arrows  ►and^^,  and  deletions  by  brackets 
[andj) : 

§  240.11Acl— 1  Dissemination  of  qnota- 

*  Uon  for  ^reported'^  [etigible]  secu¬ 
rities. 

(a)  ^-Definitions.-^  Fm'  purposes  of 
this  section,  (1)  The  term  “third  market 
maker”  shall  mean  ^any  person  who 
holds  himself  out  as  being  willing  to  buy 
and  sell  a  reported  security  for  his  own 
account  on  a  regular  and  continuous 
basis  otherwise  than  on  a  national  secu¬ 
rities  exchange  in  amoimts  of  less  than 
block  size  (including  any  such  person 
who  also  rem'esents.  as  agent,  orders  to 
buy  or  sell  reported  securities  on  b^ialf 
of  any  other  person  and  communicates 
bids  and  offers  to  a  national  securities 
association  (“association”)  pursuant  to 


**S.  Rep.  No.  94-76,  Report  to  Acoompany 
8.  249.  94tti  Gong.,  1st  Sees.  9  (1975).  See 
Suboomtn.  on.  Oommeice  end  Finance  of  the 
House  Comm,  cm  mtwstste  and  Foreign 
Ccunmeroe,  Securities  Industry  Study.  HA. 
Rep.  No.  98-1519,  93d  Cong.,  3d  Sees.  128-36 
(1972);  Suboomm.  on  Securities  of  the  Sen¬ 
ate  Comm,  on  Housing  anti  Uzhan 

Affairs,  Securities  Indust^r  Study,  8.  Doc.  No. 
98-18,  98d  Cong..  1st  Seas.  101-104  (1978). 

■>  Committee  on  Conference,  Conference 
riqxwt  to  Accompany  8.  349,  HA.  Rep.  Mo. 
94-229,  94th  Cong..  Ist  Seas.  93  (1975). 


this  section  on  behalf  <rf  such  other  per¬ 
sons  as  w^  as  fm*  his  own  account).'^ 
[a  “market  maker”  as  defined  in  S  240.- 
15c3-l(c)(8)  (Rule  15c3-l (c)(8)  under 
the  Act)  who  makes  markets  over-the- 
coimter  in  eligible  securities;! 

(2)  The  term  ►“exchange  market 
maker’’-^  [“specialist”]  shall  mean  any 
member  of  a  national  securities  exchange 
(“exchange”)  who  is  registered  as  a 
specialist  ►or  market  maker-4  pursuant 
to  the  rules  and  regulations  of  such  ex¬ 
change  ►.◄  C,  and  EUiy  other  member  of 
an  exchange  who  also  performs  on  the 
floor  of  that  exchange,  either  the  mar¬ 
ket  making  or  limit  Older  representation 
function  of  a  registered  specialist;] 

►  (3)  The  term  “responsible  broker  or 
dealer”  shall  mean 

(i)  When  used  with  respect  to  bids  or 
offers  communicated  on  the  floor  of  an 
exchange,  any  member  of  such  exchange 
who  communicates  to  another  member 
on  the  floor  of  such  exchange,  at  the 
location  (or  locations)  designated  by 
such  exchange  for  trading  in  a  reported 
security,  a  bid  or  offer  for  such'  reported 
security,  as  either  principal  or  agent; 
Provided,  however,  Ihat  in  the  event  two 
or  more  members  of  an  exchange  have 
communicated  on  the  floor  of  such  ex¬ 
change  bids  or  offers  for  a  reported  se¬ 
curity  at  the  same  price,  each  such 
member  shall  be  considered  a  “responsi¬ 
ble  broker  or  dealer”  with  respect  to  that 
bid  or  offer,  subject  to  the  rules  of  prior¬ 
ity  and  precedence  then  in  effect  on  that 
exchange;  And  further  provided.  That, 
with  respect  to  a  bid  or  offer  which  is 
transmitted  from  one  member  of  an  ex¬ 
change  to  another  such  member  who 
undertakes  to  represent  such  bid  or  offer 
as  agent,  only  the  last  such  member  who 
undertakes  to  represent  such  bid  or  offer 
as  agent  shall  be  considered  the  “respon¬ 
sible  broker  or  dealer”  with  respect  to 
that  bid  or  offer;  and 

(ii)  When  used  with  respect  to  bids 
and  offers  communicated  by  a  third  mar¬ 
ket  maker  to  another  broker  or  dealer  or 
to  a  customer  otherwise  than  on  an  ex¬ 
change.  the  third  market  maker  com¬ 
municating  the  bid  (H*  offer  (regardless 
of  whether  such  Ud  or  offer  is  for  his 
own  account  or  on  behalf  of  another 
persem). 

(4) 4  [(3)]  The  term  “quotation  ven¬ 
dor”  shall  mean  any  securities  informa¬ 
tion  processor  engaged  in  the  business  of 
disseminating  to  brewers  and  dealers,  on 
a  real-time  or  current  and  continuing 
basis,  ►bids  and  offers  made  available 
pursuant  to  this  sectioa4  [quotations  for 
eligible  securities],  whether  distributed 
through  an  electronic  communications 
network  or  displayed  on  a  terminal  or 
other  ►display4  device  ^.4  [or  oUier- 
wise;] 

(5)  The  term  “cmisolidated  s]nstem” 
shall  mean  the  consolidated  transaction 
reporting  system  contemplated  by  §  240.- 
17a-15  (Rule  17a-15  under  the  Act) 

►(6)4  [(4)]  The  term  ►“reported 
security”4  [“eligible  security”]  xhaii 
mean  any  ►equity4  seciu^ty  as  to  which 
last  sale  Infonnation  is  reported  in  the 
consolidated  system  ^.4  [;] 


►(7)4  [(6)]  The  term  ‘*make  avail¬ 
able,”  when  used  with  respect  to  ►bids, 
offers,  quotation  sizes  and  aggregate 
quotation  sizes4  [quotations]  smelled 
to  quotation  vendors  by  an  exchan^  m* 
Ca  national  securities]  associatiem 
[(“association”)],  shall  mean  to  provide 
circuit  connections  at  the  premises  of  the 
exchange  or  association  supplying  ^such 
data,  4  [those  quotations]  ►or  at  a  com¬ 
mon  location  determined  by  mutual 
agreement  of  the  exchanges  and  assocla- 
ti(Mis.4  for  the  delivery  of  such  ►data4 
[quotations]  to  ►quotati(m4  [such] 
vendors  ^.4  [;] 

►(8)4  [(7)]  The  term  ►s  “bid”  and 
“offer4  [“quotation,”  when  used  with  re¬ 
spect  to  bids  and  offers  of  a  specialist  (»* 
market  maker,]  shall  mean  the  [highest 
current]  bid  price  ►or4  [and]  the 
[lowest  current]  offer  price  most  rec^tly 
communicated  by  ►a  responsible  broker 
or  dealer4  [that  speciaillst  or  market 
maker]  to  any  ►other4  broker  ►or4 
[.]  dealer  ^,4  or  ►to  any4  customer, 
at  which  he  is  willing  to  buy  or  sell  a 
particular  amount  of  ►a  reported  se- 
ciulty4  [eligible  securities],  as  either 
principal  or  agent,  but  shall  not  include 
[(i)  ]  indications  of  interest  ^.4  [or  (il) 
any  bid  or  offer  by  that  specialist  or  third 
market  maker  made  in  response  to  any 
inquiry  by  a  brewer,  dealer  or  customer 
with  respect  to  that  specialist’s  or  third 
market  maker’s  willingness  to  buy  or  sell 
eligible  securities  in  an  amount  greater 
than  that  bid  for  or  offered  by  that 
specialist  (h*  third  market  maker  in  eexn- 
municating  his  quotation;] 

►(9)4  [(8)]  the  term  ►s  “published 
bid”  and  “published  offer”4  [“published 
quotation,”  when  used  in  collection  with 
an  wder  to  buy  or  sell  eligible  securities 
presented  to  a  specialist  or  market 
maker,]  shall  mean  the  ►bid  or  offer  (as 
the  case  may  be)  of  a  respcmsible  broker 
or  dealer  for  that  reported  security  com¬ 
municated  by  him  to  his  exchange  or  as- 
sociatlon4  [most  recent  quotation  of 
such  specialist  or  market  maker  made 
available  to  quotation  vendors]  pursuant 
to  this  section  ►and4  displayed  by  ►a4 
quotation  vrador[s]  on  a  termiiud  or 
ether  dlsiday  device  at  the  time  ►an4 
[the]  order  is  presented  ►for  execu¬ 
tion  to  such  responsible  broker  or 
dealer.4  [;] 

►(10)4  [(9)]  The  term  “quotation 
size,”  when  used  with  respect  to  a  ►re¬ 
sponsible  broker’s  or  dealer’s  bid  or  t^er 
for  a  reported  security4  [^leciallst’s  or 
market  make’s  quotatiem],  shell  mean 
►(i)  4  the  niunber  of  shares  (or  units  of 
trading)  of  ►that  reported4  [an  eligi¬ 
ble]  security  which  ►ffiich  responsible 
broker  or  dealer  has  specified,  tor  pur¬ 
poses  of  dissemination  to  quotation 
vendors,  that4  [the  specialist  or  maiket 
maker  has  stated]  he  is  willing  to  buy  at 
the  bid  price  or  sell  at  the  offer  price 
comprlsi^  his  ►bid  or  offer,  as4  [quo- 
tati^]  either  [as]  principal  or  ag«it  ►, 
or.  in  the  event  such  responsiUe  broker 
or  dealer  has  not  so  specified,  (il)  a 
normal  unit  of  trading  for  that  reported 
security.4  [,*] 

►(11)4  [(10)]  ’The  term  “published 
quotation  size  [,]”  [when  used  in  con¬ 
nection  with  an  order  to  buy  or  sell 
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eligible  securltiee  presented  to  a  spe¬ 
cialist  or  market  maker,]  shall  mean  the 
[most  recent]  quotation  siae  [(if  any)] 
of  ^a  responsible  broker  or  dealer  com¬ 
municated  by  him  to  his  exchange  or 
associations  [that  specialist  or  market 
maker  made  available  to  quotation 
vendors]  pursuant  to  this  section  and 
displa3red  by  ►aS  quotation  vendoifs] 
on  a  terminal  or  other  display  device 
at  the  time  ►ans  [the]  order  is  pre¬ 
sented  ►for  execution  to  such  respon¬ 
sible  broker  or  dealer .S  [;] 

►(12)  The  term  “aggregate  quota¬ 
tion  size”  shaU  mean  the  sum  of  the 
quotation  sizes  of  all  responsible  brokers 
or  dealers  who  have  communicated  on 
the  floor  of  an  exchange  bids  or  offers 
for  a  reported  security  at  the  same  price. 

(13)  The  term  “published  aggregate 
quotation  size”  shall  mean  the  aggregate 
quotaticm  size  calculated  by  an  exchange 
and  displayed  by  a  quotation  voidor  on 
a  terminal  or  other  display  device  at  the 
time  an  order  is  presented  for  execution 
to  a  responsible  bnAer  or  dealer. 

(14)  ◄  [(11)]  The  term  “odd-lot“ 
shall  mean  an  order  tor  the  purchase  or 
sale  of  ►a  reported-^  [an  eligible]  se¬ 
curity  in  an  amount  less  than  a  isormal 
unit  of  trading. 

►  (15)  The  term  “spedfled  persons," 
when  used  in  connection  with  any  notifi¬ 
cation  required  to  be  provided  pursuant 
to  paragri^^  (b)  (3)  (i)  and  (b)  (3)  (ii) 
of  this  section,  shall  mean 

(1)  The  Securities  and  Exchange  Cmn- 
mlssion; 

(ii)  Each  quotation  vendor; 

(ill)  The  Consolidated  Tape  Associ¬ 
ation;  and 

(iv)  The  (^tions  Price  Reporting  Au¬ 
thority  (in  the  case  of  a  notification 
with  respect  to  a  reported  security 
which  is  a  class  of  securities  underlying 
options  admitted  to  trading  on  any 
exchange) 

(b)  ^Dissemination  requirements  for 
exchanges  and  associations. <  (1)  On 
and  after  ►January  1,  1978,<^  [Novem- 
ber  1, 1976,]  every  exchange  and  associa¬ 
tion  shall  have  established  and  shall 
maintain  procedures  and  mechanisms  for 
collecting  ►bids,  offers,-^  [quotations 
and.  if  provided,]  quotation  sizes  ►and 
aggregate  quotation  sizes  from  responsi¬ 
ble  brokers  or  dealers  who  are  members 
of  siKh  exchange  or  association  (as  the 
case  may  bel-^  [from  specialists  and 
market  makers],  processing  such  ►bids, 
offers'^  [quotations]  and  sizes,  and  mak¬ 
ing  such  ►bids,  c^ers-^  [quotations]  and 
sizes  available  to  quotatimi  vendors,  ►as 
follows [in  acocrdance  with  subpara¬ 
graph  (2)  of  this  paiagnmh  (b) . 

(2)  Ehrery  exchange  and  every  asso¬ 
ciation  shi^  collect,  process  and  make 
available  to  quotation  vendors  quota¬ 
tions  and  quotation  sizes  of  its  specialists 
and  market  makers  as  follows;] 

(1)  Every  exchange  shall,  at  all  times 
such  exchange  is  open  for  trading,  col¬ 
lect.  process  and  make  available  to  quo¬ 
tation  vendors  ►the  highest  bid  and 
the  lowest  offer  communicated  on  the 
floor  of  that  exchange  (or,  in  the  event 
such  exchange  mRir>t«tn«  more  th*n  <me 
trading  floor,  communicated  on  any  of 


such  floors)  by  any  responsible  bitAer 
or  dealer  (excludbig  any  such  bid  or 
offer  which  is  executed  immediately 
after  communication  and  any  such  bid 
or  offer  communicated  by  a  responsible 
broker  or  dealer  other  than  an  exchange 
market  maker  which  is  cancelled  or  with¬ 
drawn  if  not  executed  immediately  after 
communication) [quotations  of  its 
specialists]  for  each  ►reported-^  [eligi¬ 
ble]  security  ►Usted-4  [registered]  or 
admitted  to  unlisted  trading  privileges 
on  that  exchange  ►except'^  [Provided. 
however.  That  no  quotatlcxi  for  an  eligi¬ 
ble  securtty  shall  be  required  to  be  (xd- 
lected,  processed  and  made  available  by 
an  exchange]  during  any  period  when 
trading  in  that  security  [on  that  ex¬ 
change]  has  been  suspended  ►or  halted, 
or  prior  to  the  commencement  of  trading 
in  that  security  on  any  trading  day,  cm 
that  exchanged; 

(11)  Every  association  shall,  at  all  times 
last  sale  infmmation  with  respect  to 
►reported'^  [eligible]  securities  is  re- 
Dort^  in  the  c<ms<^idated  system,  col¬ 
lect,  process  and  make  available  to  quota¬ 
tion  vend(m  ►the  highest  bid  and  lowest 
offer  communicated  otherwise  than  on 
the  floor  of  an  exchange  by  each  mem¬ 
ber  of  such  association  acting  m  the 
capacity  of  a  third  market  maker  for 
a  reported  security  (excluding  any  such 
bid  or  offer  which  is  executed  imme¬ 
diately  after  communication  or  is  can¬ 
celled  or  withdrawn  if  not  so  executed) 
except-^  [quotations  of  third  market 
makers  who  are  members  of  such  asso¬ 
ciation  for  each  eligible  security  for 
which  one  or  more  members  act  as  a 
third  market  maker.  Provided,  however. 
That  no  quotation  for  an  eligible  secu¬ 
rity  shall  be  required  to  be  collected, 
processed  and  made  available  by  an 
association]  during  any  period  when 
over-the-counter  trading  in  that  secu¬ 
rity  has  been  suspended;  ►and^ 

(ill)  Every  ►bid  and  offer<4  [quota¬ 
tion  for  an  eligible  security]  made  avail¬ 
able  to  quotation  vendors  ►by  an  ex¬ 
change  or  association'^  pursuant  to  this 
section  shall  be  accompanied  by  the 
quotation  size  ►or  the  aggregate  quo¬ 
tation  size  (as  the  case  may  be)  asso¬ 
ciated  with  it'^  [if  the  specialist  or 
third  market  maker  commiinlcatlng 
that  quotation  elects  to  provide  such 
size  to  the  exchange  or  association  for 
the  purpose  of  disseminating  such  size 
to  quotation  vendors]. 

►(2)  Each  exchange  shall,  with  re¬ 
spect  to  each  published  bid  and  pub¬ 
lished  offer  for  any  reported  security 
representing  a  bid  or  offer  of  a  mem¬ 
ber.  establish  and  maintain  procedures 
for  ascertaining  and  disclosing  to  other 
members  of  that  exchsmge,  upon  pres¬ 
entation  of  orders  sought  to  be  executed 
by  them  in  reliance  upon  paragraph 
(c)(2)  of  this  section,  the  identity  of 
each  responsible  broker  or  dealer  who 
made  such  bid  or  offer  and  the  quota¬ 
tion  size  associated  with  it. 

(3)  (i)  If.  at  any  time  an  exchange  is 
open  for  trading,  such  exchange  deter¬ 
mines.  pursuant  to  rules  and  regxilaticms 
approved  by  the  Securities  and  Exchange 
Commission  pursuant  to  Section  19(b) 
(2)  of  the  Act.  that  the  level  of  trading 


activity  ia  or  that  unusiial  market  con¬ 
ditions  exist,  such  that  the  exchange  is 
incapable  of  collecting,  processing  and 
making  available  to  quotation  vaidors 
the  data  with  respect  to  a  reported  se¬ 
curity  required  to  be  made  avaffable  by 
sidmuagnmh  (1)  of  this  paragraph  (b) 
in  a  manner  which  accurately  reflects 
the  current  state  of  the  market  on  the 
flom*  of  such  exchange,  such  exchange 
shall  Immediately  rartlfy  all  spedfled 
persons  of  ttmt  determination.  Upon 
such  rK>tiflcation.  respcmsible  brokers  or 
dealers  who  are  members  of  that  ex¬ 
change  shall  be  relieved  of  their  obliga¬ 
tion  under  paragraph  (c)  (2)  of  this  sec¬ 
tion  and  such  exchange  shall  be  relieved 
of  its  obllgatkm  imder  subparagnuTh  (2) 
of  this  paragraph  (b)  with  respect  to 
that  seciuity;  Provided,  however.  That 
such  exchange  shall  continue,  to  the 
maximum  extent  practicable  under  tire 
circumstances,  to  collect,  process  and 
make  available  to  quotation  vendors 
such  data  for  that  security  in  accordance 
with  subparagraph  (1)  of  this  paragraph 
(b). 

(ii)  During  any  period  an  exchange, 
or  any  responsible  broker  or  dealer  who 
is  a  member  of  that  exchange,  is  rdleved 
of  any  obUgation  Imposed  by  this  secticm 
with  respect  to  any  reported  security  by 
virtue  of  a  notiflcation  made  pursuant 
to  subparagraph  (3)  (i)  of  this  paragraph 
(b) ,  such  exchange  shall  mcxiltor  the  ac¬ 
tivity  or  conditions  which  formed  the 
basis  for  such  notiflcation  and  shall  Im- 
medlatdy  renotify  all  spedfled  persons 
when  that  excha^e  is  once  again  ca¬ 
pable  of  collecting,  processing  and  mak¬ 
ing  availaMe  to  quotation  vendors  the 
data  with  respect  to  that  security  re¬ 
quired  to  be  made  available  by  paragrai^ 
(1)  of  this  paragraph  (b)  in  a  manner 
which  accuratdy  reflects  the  current 
state  of  the  market  on  the  floor  of  such 
exchange.  Upon  such  renotiflcation,  any 
exchange  or  responsiUe  broker  or  dealer 
which  had  been  rdleved  of  any  obliga¬ 
tion  imposed  by  this  section  as  a  conse¬ 
quence  of  the  prior  notiflcation  shall 
again  be  subject  to  such  obligation. 

[(3)  Nothing  in  this  section  shall  pre¬ 
dude  any  exchange  or  association  from 
imposing  fair  and  reasonable  charges 
for  the  dissemination  of  quotations.] 

►(4)  Nothing  in  this  section  shall  pre¬ 
clude  any  exchange  or  as80ciati<Hi  from 
making  available  to  quotation  vmdturs 
indications  of  interest  or  bids  and  offers 
with  reepect  to  a  reported  security  at  any 
time  such  exchange  or  association  is  not 
re<»iired  to  do  so  pursuant  to  subpara- 
gn^  (1)  of  this  pcmagraj;^  (bl.-^ 

(c)  ^-Obligations  of  responsible  bro¬ 
kers  and  dealers.^  (1)  Every  ►responsi¬ 
ble  broker  or  dealer^  [specialist  and 
third  market  maker]  shall  promptly 
communicate  to  his  exchange  or  assoda- 
tion  (as  the  case  may  be),  pursuant  to 
the  procedures  established  by  that  ex¬ 
change  or  association,  his  ►bids,  offm 
and  quotation  slzes-^  [quotations  in 
eligible  securites  (and.  if  such  specialist 
or  third  market  maker  so  elects,  his  quo¬ 
tation  sizes)]. 

(2)  Subject  to  the  provisions  of  ►sub- 
paragntohs  (3)  and  (4)  of  this  para- 
gnq;^  (0)*^  [paragrmdis  (c)(3)  and 
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(c)  (4)  of  this  sectkmj,  every  ►re«)onsl- 
ble  broker  or  dealer-^  [specialist  and 
market  makerj  shall  be  obligated  to 
execute  any  order  ►to  buy  ot  sell  a  re¬ 
ported  security-^,  other  than  an  odd-lot 
order,  [to  buy  or  sell  eligible  secuiities] 
presented  to  him  by  ►another-^  [al 
broker  or  dealer,  or  any  other  ►person 
belonging  to  a-<  category  of  person^s-4 
with  wh(Mn  such  ►responsible  broker  or 
dealer-^  [specialist  or  market  maker] 
customarily  deals,  at  a  price  at  least  as 
favorable  to  such  buyer  or  seller  aa  the 
bid  ►priced  or  offer  ►priced  comprising 
such  ►responsible  broker’s  or  dei^er’s-^ 
[specialist’s  or  market  maker’s]  pub¬ 
lished  ►bid  or  published  offer-^  [quota¬ 
tion]  ►(exclusive  of  any  commission, 
commission  equivalent  or  differential 
customarily  charged  by  such  responsible 
broker  or  dealer  in  connection  with  ex¬ 
ecution  of  any  such  order)  in  any 
amount  up  to  ►his-^  [the]  published 
quotation  size  [(or,  in  the  event  no  quo¬ 
tation  size  has  been  disseminated  in  con¬ 
nection  with  such  published  quotation,  a 
normal  unit  of  trading)^;  provided, 
however.  That  if,  priw  to  the  pres«ita- 
tion  of  such  an  order,  a  responsible 
broker  or  dealer  has  ccmununicated  to 
his  exchange  or  association  (as  the  case 
may  be) ,  a  quotation  size  superseding  his 
published  quotation  size  (a  “revised 
quotaticm  size’’)  pursuant  to  subpara¬ 
graph  (1)  of  this  penagraph  (c),  such 
resDonsible  broker  or  dealer  shall  not  be 
obligated  by  this  section  to  purchase  or 
sell  a  reported  seciulty  in  an  amount 
greater  than  his  revised  quotatkm  slze-^ 
(3)  Subject  to  the  provisions  of  par¬ 
agraph  ►(b)'^  [(c)]  (3)  of  this  sec¬ 
tion  ►and  subparagraphs  (4)  and  (5) 
of  this  paragraph  (ci-^,  no  ►respon¬ 
sible  broker  or  dealer-^  [specialist  or 
market  maker]  shall  be  obligated  to 
execute  a  transaction  ►for  any  reported 
security-^  as  provided  in  ►subparagraph 
(2)  of  this  paragraph  (c)'^  [pan^raph 
(c)  (2)  of  this  section]  if,  after  ►com- 
munlcatlon'^  [dissemination]  of  such 
►responsible  broker’s  or  dealer’s-^  pub¬ 
lished  ►bid  or  published  otter-^  [quo¬ 
tation]  and  before  the  order  sought  to 
be  executed  is  presented,  (1)  a  trans¬ 
action  in  the  ►reported'^  [eligible]  se¬ 
curity  sought  to  be  bought  or  sold  has 
been  effected  on  the  floor  of  such  ►re¬ 
sponsible  broker’s  or  dealer’s-^  [special¬ 
ist’s]  exchange  or  with  such  ►respon¬ 
sible  bndcer  or  dealer-^  [maiicet  maker], 
or  ►a  transaction  in  such  security  ef¬ 
fected  otherwise  than  on  the  floor  of 
such  responsible  broker’s  or  dealer’s 


exchange  or  with  such  responsible  broker 
or  dealer-^  has  been  reported  in  the  c(m- 
solidatcd  system,  or  (U)  such  ►respon¬ 
sible  broker  or  dealer-4  [specialist  or 
market  maker]  has  cmnmunicated  to 
his  exchange  or  association  (as  the  case 
may  be),  pursuant  to  ►subparagraph 

(1)  of  this  paragraph  (c)-4  [paragraph 
(c)  (1)  of  this  section],  a  ►bid  or  offer-4 
[quotation]  supersedW  his  published 
►bid  or  published  offer4  [quotation]. 

►(4)  Notwithstanding  the  provisions 
of  subparagraph  (3)  of  this  paragraph 
(c),  if,  at  the  time  an  order  to  buy  or 
sell  a  reported  security,  other  than  an 
odd-lot  order,  is  presented  to  a  respon¬ 
sible  bnricer  or  dealer  on  the  floor  of 
an  exchange,  such  responsible  broker’s 
or  dealer’s  published  bid  or  published 
offer  (as  the  case  may  be)  for  that 
security  is  at  the  same  price  as  the  pub¬ 
lished  bid  or  published  offer  for  that 
security  of  any  other  responsible  broker 
or  dealer  on  the  floor  of  that  exchange, 
no  such  responsible  broker  or  dealer 
shall  be  relieved  of  his  obligation  under 
subparagraph  (2)  of  this  paragraph  (c) 
to  effect  a  transaction  in  that  security 
until  the  person  presenting  such  order 
either  has  (i)  completed  that  order  (if 
the  order  is  for  an  amount  of  such 
reported  security  which  is  equal  to  or 
less  than  the  published  aggregate  quo¬ 
taticm  size),  or  (ii)  piurchased  or  sold 
an  amount  of  such  reported  security 
equal  to  the  published  aggregate  quota¬ 
tion  size  (if  the  order  is  for  an  amount 
of  such  reported  security  greater  than 
such  published  aggregate  quotation 
size)  .4 

[(4)  Notwithstanding  paragraph  (c) 

(2)  of  this  section,  if,  prior  to  the  pres¬ 
entation  of  an  order  to  buy  or  sell  eligible 
seciulties,  a  specialist  or  third  market 
maker  has  communicated  to  his  ex¬ 
change  or  association  (as  the  case  may 
be),  pursuant  to  paragraph  (c)(1)  of 
this  section,  a  quotation  size  superseding 
his  published  quotation  size  (a  “revised 
quotation  size’’),  he  shall  not  be  obli¬ 
gated  by  this  section  to  purchase  or  sell 
eligible  securities  in  an  amovmt  greater 
than  his  revised  quotation  size.] 

(5)  If  a  ►respcmsible  bitrirer  or 
dealer4  [specialist  or  market  maker] 
does  not  communicate  a  ►bid  or  (^er4 
[quotation]  superseding  his  published 
►bid  or  published  <^er  fcx-  a  r^x>rted4 
[quotaticms  in  an  eligible]  security  with¬ 
in  ►three  (4  3  ^14  minutes  after  the 
occiurence  of  a  transaction  in  that  se- 
curi^  [effected]  on  such  ►responsible 
broker’s  or  dealer’s4  [specialist’s]  ex¬ 


change  or  with  such  ►respcmslble  broker 
or  dealer4  [market  maker],  (n*  within 
►three  (4  3  ►)  4  minutes  of  the  report¬ 
ing  of  a  transaction  in  that  security  hi 
the  conscdldated  system  ►effected  other¬ 
wise  than  on  the  floor  of  such  responsible 
broker’s  dealer’s  exchange  or  with 
such  responsible  bndcer  or  dealer4,  such 
►responsible  brcricer  or  dealer4  [spe¬ 
cialist  or  maiket  maker]  shall,  up(m 
presoitathm  of  an  order,  be  obllgeded  to 
execute  a  transaction  in  accordance  wi^ 
the  provisi<ms  of  ►subparagraph  (2)  of 
this  paragraph  (c)  of  this  8ection4 
[paragraph  (c)  (2)  of  this  section]  not¬ 
withstanding  ►subparagraph  (3)  (i)  of 
this  paragraph  (c)4  [paragraiA  (a)(3) 
of  this  section]. 

(d)  ^ Exemptions. Hie  Commission 
may  exempt  from  the  provisions  of  this 
section,  either  imcxmditionally  or  an 
specified  terms  and  conditions,  any  ►re¬ 
sponsible  broker  or  dealer,4  [specialist 
or  market  maker,  national  securities] 
exchange,  or  [nati<mal  securities]  as- 
sociati(m  if  the  Ccmimission  determines 
that  such  exempticHi  is  consistent  with 
the  public  Interest,  the  protection  of  in¬ 
vestors  and  the  removal  of  impediments 
to  and  perfection  of  the  mechaniun  of  a 
national  market  sjrstem. 

(Secs.  2.  3,  6.  IS,  17.  28.  Pub.  L.  78-391,  48 
SUt.  881,  882,  886.  896,  897,  901,  as  amended 
by  Secs.  2.  3.  4,  11.  14.  18.  Pub.  L.  94-29.  89 
SUt.  97.  104,  121,  137,  166  (16  UJ9.C.  78b,  78c, 
78f.  78k^.  78o,  78q,  78w.  as  amended  by  Pub. 
L.  94-39  (June  4.  1976) );  Sec.  1.  Pub.  L.  76- 
719,  62  SUt.  1070,  as  amended  by  Sec.  12, 
Pub.  L.  94-29,  89  SUt.  127-131  (16  Un.C.  78o- 
3,  as  amended  by  Pub.  L.  94-39  (June  4, 
1976));  Sec.  7,  Pub.  L.  94-39,  89  SUt.  Ill 
(16  U.S.C.7nc-l).) 

All  interested  persons  are  invited  to 
submit  written  ^ews,  data  and  argu¬ 
ments  with  reflect  to  proposed  Rule 
llAcl-1.  Persons  wishing  to  make  such 
submissions  should  file  six  copies  thereof 
with  George  A.  Fitzsimmons,  Secretary, 
Secmdties  and  Elxchange  Commission, 
Room  892,  500  North  Capitol  Street. 
Washington,  D.C.  20549,  not  later  than 
August  1,  1977.  All  submissions  should 
refer  to  Pile  No.  S7-648,  and  will  be 
available  for  public  inspection  at  the 
Commission’s  Public  Reference  Room, 
Room  6101, 1100  L  Street  NW..  Washing¬ 
ton,  D.C. 

By  the  Commission. 


OxoRGX,  A.  FnzsnacoNS, 

Secretary. 

Jxjifx  14.  1977. 

(FR  Doc.77-17886  Filed  6-23-77;8:46  am] 
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